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City of Frazee
Business Subsidy Policy

* Each project shall be evaluated on a case by case basis, recognizing its importance
and benefit tD the community nom all perspectives. including c~ or retained
employment positions.

* If a particular project does Dot involve the Q'eation of jobs, but is nonetheless found
to be worthy of support and subsidy. it may be approved without any specific job Or
wage goals, as may be permitted by applicable law.

* In cases whCl'C the objective is the retention of existing jobs, the recipient of the
subsidy shall be required to provide reasonably demonstrable evidence that thc loss
of those jobs in imm;nent. '

* The setting of wage and job goals must be sensitive to prevailing "Nage rates, local
economic conditions. extctDal econOmic foroes over which neither the gtantor nor the
recipient of the subsidy has cOntrolt the individual financial resources of the recipient
and the competitive environment in which the recipient's business exists.

* B~e it is Dot possible to anticipate every type of project which may in its context
and time present desirable comm11nity building or preservation goals and objectives,
the governing body must retain the right in its discretion to approve projec~ and
subsidies which may vary from the principles and criteria of this Policy.
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Frazee Economic Development Authority (EDA)
Business Subsidy Policy

This Policy is adopted for purposes of the business subsidies act (the "ACT"), which is Minnesota
Statutes §116J.993 through §116J.995. Terms used in this Policy are intended to have the same
meanings as used in the Act. and this Policy shall apply only with. respect to subsidies granted under
the Act if and to the extend required ~by.

~e it is recognized that the creation. of good paying jobs is a desirable goal which benefits the
community. it must also be recognized ~ not all proje~ assisted with subsidies derive their public
purposes and importance solely by virtu'e of job creation. In addition, the imposition of high job
creation requirements and high wage le~e1s may be um'ealiStic and counter-productive in the face
of larger economic forces and the financ~ and competitive circumstances of an individual b\1Smess.

With respect to subsidies, the determination of the number of jobs to be created and the wage levels
thereof shall be guided by the following principles and aiteria:

* Each project shall be ev~uated on a case by case basis, recogni7ing its importance
and benefit 'to the comm~ty from all perspectives~ including created or retained
employment positlons.

* If a particular project doeS; not h1volve the creation of jobs. but is nonetheless found
to be worthy of support and subsidy. it may be approved without any specific job or
wage goals, as may be ~tted bY applicable law.

* In ~es where the objective is the retention of existing jobs, the recipient of the
subsidy shall be required to provide reasonably demonstrable evidence that the lossof those jobs in imminent~ .

* The setting of wage and job goals must be sensitive to prevailing wage rates, local
economic conditions, exteInal economic forces overwbich neither the grantor nor the
recipicnt of the subsidy haS control, the individUal fin~nr:ial resources of the recipient
and the competitive envirOnment in which the recipient's business exists.

* Because it is not possible to anticipate every type of project which may in itS context
and time present desirable commt11}!ty building or pIeServation goals and objectives,
the governing body must Cetain the right in its discretion to approve projects and
subsidies which may vary:ftom the principles and criteria of this Policy.

.' ~'1 day ofAdopted this ~~~~~ . 1999.

C:l~. d Ifl~ :

ED A J-.ldent
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~m OF FRAZEE

JOB OPPORTUNITV BUILDING ZONE SUBSffiV POLICY

JUNE 7, 2004

A. Introduction

The Job Opportunity Building Zone (JOBZ) was created during the 2003 legislative session
to provide rural Minn~ta with an econoolic development tool to stimulate erowth jn rural areas. Job
Opportunity Buildine Zones, also kno~ as Tax. Free Zones~ provide specified tax exemptions to
qualified business~ that start~up, expand, Or relocate to rural M~ra.

The City of Frazee (City) and the Fmee Economic De~elopment Authority (EDA) wilt
consider the use of JOBZ to promote economic development within the City and review eacl:i
application on a case-by-ca8e basis to provide tax exemptions and benefits. Approved Frazee JOBZ
subzone projects will comply with aJl appl(cable Minnesota State Statutes and Ftazee City
Ordinances, including aU required reporti~ requirements. The City shall have the option of
amending or waiving all or ~n sectiOnS] of this policy when detenniried necessary or appropriate.

B. Intent

The City of Frazee intends to use JOBZ to enbanoe ~onomic growth by expanding its
economic base and by creating and retaining jobs. The City's JOBZ focus is non-retail businesses and
businesses that do not compete or displace existing businesses.

The purpose of the Fraz.ee Job ~unity Building Subzone Policy is to provide a uniform
set of standard$ and procedures for the City and ED A to follow when designating and utilizing the tax
exemptions in conjunction with Minnesota ~tatutes 469.310 to' 469.320. The Tax Free Zones ~low
local units of government the opportunity to exempt qualified businesses from specific locaJ and state
taxes. This policy is adopted in compHan~ with Minnesota Statutes 1161.993 through 116J.995.

The City participated in a regional ~lication Vtoith W ~r Central Initiative for one tax free
zone for west centIaI Minnesota. The City and ED A will use this policy to establish the Iocel control
and review of the approved Frazee JOBZ Subzone.

c. Application Pr~ess

A busiI1css that wishes to receive taX exemptions and credits in the FtaZee JOBZ Subzone
must compJete"anapplication and submit apPropriate infounation to ti.te EDA. This may include
business plans (with all financial projections and disclosures). historical infolmation regatdine the
company. market smdi~. soil boring repo~. environmental studies. and any other infol1Danon the
City, or its designated representative(s), ~s necessary to conduct a review of the project.

D. Qualifying for Exemptions and Credits

AU new projects U$~ tax-free subi.one assistance should meet the following mandatory
minimum approval criteria. However, it sh~uld not be presumed rha.t a request for use of tax-ftee
subzone assistance meeting dlese criteria wiU automatically be approved. Meeting the criteria creates
no contractual right on the part of any party in a private development project.
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The applicant must be a Qualified Business. defined as follows:

L

b.

Co

Minnesota Statutes 469.310, Subdivision II, defmc a qualified business as a
person carrying on a trade or business at a place of business located within a
job opportuuity zone.
The City further defines a qualified business as follows:

1) A non~retail business That meets Frazee's JOBZ criteria. Retail
establishInents are not considered a qualified business.

2) The EDA will' consider potential JOBZ projects if it can be
demonstrated the project has especially significant economic
development impact on the Frazee area.

A business is also not considered to be a "qualified busint;ss" WInl it enters
into a Business Subsidy Agreement with the City. In the case of a
relocarion, a business is not a "qualified business" until it enters into a
Business Subsidy Agre~t with the City AND entel'S into a Relocation
A&:reement with the Deparbnent of Employment and Economic
Development (DEED).

2. Qualified businesses that may receive tax exemptions or credits include:

a. Qualified businesses located in and o~ting in the Frazee JOBZ Subzone at
the time of Sub~ne designation;

b. Qualified business startups locating in the Frazee JOBZ Subzone;
c. Qualified business ex.pansions in the Frazee JOBZ Subzone (as long as a

business maintains its cunent operations in it$ CUlTent location and is
expanding its operations and its payroll within the Frazee Subzone);

d. Qualified business relocations from another state;
e. Qua1ified business relocations from another Minnesota non-Zone location.

but only if the qualified business:
1) Ceases one or more operation.~ or functions at a non-Zone location

and bogiD$ performing $ub$~tially the $8J11e nmctions inside the
Frazce JOBZ Subzone; Or

2) Reduces employment at the non-Zone location starting one year
before and ending one year after beginning operations in the Fra~
JOBZ Subzone and its employees in the Frazee Subzone are
engaged in the same line of business as'the employees at the
location where it reduced employroent; and

3) Commits in writing to increase fun time eniployment by 20%
(measured relative to the oper..tions d1ar were 'relocated) within the
flrst full taxable year of Opf:'Cation within the Frazee JOB2 Subzone
and maintains the r~uired level of employment during each year of
subzone designation; or

4) Commits in writing to make a capital inves~ent during the first full
taxable year of operation in the Frazee Submne equivalent to at
least 10% of gross revenues for the taxable year immediately
preceding mocation to the Frazee SubzQne.

3. Additional requirements of the Fraz~ Subzone;

L A potcntial Frazee JOBZ Subzone project must be in accordance with any
comprehensive plan and zonin: OrdinaIlceS; or. required changes to the
comprcllensive plan and/or zoning ordinance must be under active
consideration at die time of approval by the City.
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b.

c.

d.

f.

g.

h.

1.

The qualified business must create +,nployment opportunities within me
Frazee subzone boundaries. Job gfwill be estab1ished.

1) The established wage floor or jobs created in the Frazee Sub%one is
as follows:

Combined wages and benefi should equal 1100/0 of the federal
poverty level for a family offour. (That number is cun-ently $9.73,
but is subject to change annually). Benefits are defined as health
insurance, life insurance, dental insurance, retirement, profit sharing,
output bonus, plus other benefits not mandated by law. Extenuating
ciICUDlstanc~ can be reviewed on a case-by-case basis. The
Koveming body reserves the right to approve ex.ception to the wage
requirement.

2) Job and wase ~ will not be set at zero.
3) Specific job and wage goals must be met within a specific

timeframe. However, reporting requirements will exist throu~out
the entire tem1 of the Frazee JOBZ Subzone to ensure that job and
wage goals are maintained.

The City and EDA will not consider applications from qualified businesses
receiving Tax Increment Financing or Tax Abatement, nor will qualified
businesses approved for the Frazee JOBZ Subzone receive Tax Increment
Financing or Tax Abatement.
The qualified buSin~5 agrees not to compete with or displace 104;a1
busin~ CUlTentIy operatin& within the subzone community for the .

duration of the qualified busin~s's JpBZ involvement. AppJicant will be
responsible for showing they would not be in competition with existing
businesses. The EDA may req1.ln potential recipient to seek waiver from
busiI1esses that are deemed jn competition.
Fruee JOBZ Sub%One Applicants are required to consult with d1e City
Utilities Staff, the City's EngiJ\eer, the City's Builmng and Zoning Officials,
and other appropriate officials to assure their project meets all necessary
requirements of those departments. An JOBZ projoots are required to
connect to city service$.
Subsidies must meet a public pw-pose including~ but not limited to: enhance
economic il'Owth. create high quality job growth, retain high quality jobs,
stabiliz.e the community, redevelopment of a substandard property, increase
the ~ base, or address other Ul"leDt community development needs.
The use of the business subsidy should enco~ge quality construction and
promote the highest and best use of land.
Tax-free subzone as$istance requests should not be used to support
speculative private development projects. Speculative projects are those
projects having less than 50 percent of the available lease space ptt-leasedor having signed letters of intent to tease space. .

Any private developer requesting tax-ttee subzone assistance should be ab1e
to demonstrate their capability to make the development succcssfuJ. The
City reserves the right to deny ta,xwftee subzone 8$sistance based on the
credentials of the developer including past history relating to completion of
projects, general reputation, bankruptcy, payment of current taxes on all
properties owned within the City, compliance of those properties with City
ordinances, or other issues or problems considered relevant by the City.
Tax-ftee sub%ODe assistance should not be used for a private development
project that significantly and adversely increases the demands on City
services, or other c~itai or operating expendinu-es that exceed the avaage
City expeDditures for similar projects. Consideration will be given to the

j.
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I
;

total public co~ that are ~ to support the project. including but not
limited to, off-si~ facility costs that are required to complete dIe project.
Tax.&ee subzone assistance will not be used for private development
proj~ that woUld generate significant enviromn~ra1 problems. Whell
necessary an enVironm~ta1 impact study may be required by the City.
A conunitment bY the qualified business to continue operations in the
jwisdiction where the subsidy is used for the duration of the Frazee JOBZ
Subzone. i

k.

I.

E. Eligible Exemptions and Credits

According to Minnesota Statute ~9.31S, the following exemptions ~ provided to a
qualified business: :

1. Exemption nom individual inOOme taxes (MS 469.316).
2. Exemption frotn corporate ftanbhise taxes (MS 469.317).
3. Exemption from state sales an~use tax and any local sales and use taxes on qualifying

purchases (MS 297 A.68 sub 37~.
4. Exemption from state sales tax On motor vehicles and any local sales tax on motor

vehicles (MS 297B.O3). i
s. Exemption from property tax (MS 272.02, sub 64). The aemption applies begirming for

the f1fSt assessment year after designation of the job oppOrtunity buildinS zone by DEED.
The exemption applies to each assessment year that begins during the duration of the job
opportunity building zone and to property occupied by July 1 of me assessment year by a
qualifioo business.

6. Exemption ftom the wind energy production tn (MS 272.029, sub 7).7. . Jobs credit (MS 469.318).

Qualified businesses will be eHgible for exemptions for a maximum duration of a twelve (12)
year period, commenci~ January 1,2004, and ending December 31, 2015.

F. Approval Process

The EDA will have the responsibility of making a finding, based upon the application and
infornIation presented by a qualified business, as to whether the project meetS the statutory criteria for
extending tax exemptions and benefits. Final awroval is req1rired by the Frazee CitY Council.
Therefore, a recommendation will be presented by the ED~ to the Frazee City Council at the required
public hearing. The public hearing notice mUSt be published in the City's legal paper at least ten (10)
days pl'ior to the public hearing. The public hearing nonce must mctude the date, time, p1ace of
hearing, and identify the location at which information about the subsidy is available. At this hearing.
approval of a Business Subsidy Agreement will bcrequested.

G. Business Subsidy Agreement

The Business Subsidy Agreement with the City must inclUde:

1.

2.
3.

A description of all $ubsidi~. including the amoUtt[ and type of $ubsidy. as well as the
tenDS and who provided the subsidy. .
A statement of the public pUIJX>se for dte subsidy.
A description of the meas;urable. specific, and tangible goals for the subsidy. There
should be separate goals for the number of part-time or full-time jobs to bc created. or. in
ca~s where job 10S$ is specific and demonstrable. goals for the number of jobs retained;
wage goals for any jobs created or retained; and waie goals for any jobs to be enhanced
through increased wages. The job and wage goals should contain specific goals to be
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attained during a specific timeframe and indicate that ~ goals are to be maintained
during the entire term of the Frazee JOBZ Subzone.

4. A description of the financial obligation of the qualified business to repay all JOBZ
relatOO tax benefits obtained if the goals are not met and as defined in Minnesota State
Statutes 469.319.

s. A description of the financial obligation of the qualified business to repay other business
subsidies provided to the qualified business as governed by the Business Subsidy statute
and to repay tax benefits obtained if the goals are not met. and as definM in MiImesota
State Statutes 116J.994 Subd. 6.

6. A commitment by the qualified business to continue operations in the jurisdiction where
the subsidy is used for the duration of tho Frazee IOBZ Subzone.

7. The name and address of the parent corporation of the qualified business, if any;
8. In addition:

a. A qualified busmess agrees" to furnish to the City, on or before March 1 of
each year, an annual business subsidy report (see Section H).

b. Before the City signs a business subsidy agreement, the City must check
with the DEED compilation and SUmJnary report to determine if the
qualified business is eligible to receive a subsidy.

c. Benefit date is defined as the date after which tax benefits shall begin to
accrue to the qualified business; and shall mean the "Operations Start Date"
for a qualified relocating business.

IL AnnuaJ Reporting

The City must annually report to DEED on the ptOIresS of the qualified business in meeting
performance goa1$ and its compliance with the BU$iness Subsidy Law (MS 1161.993 to 116J.995).
The qualified business mU$t provide infonnation to the City, on fonDS developed and made available
by DEED, regarding goals and results th{o1.1~out the tCIU1 of the Frazee JOBZ Subzone. ffthe goals
are not met, the qualified b\JSiness must continue to provide information OIl the JOBZ sub$idy until dle
subsidy is repaid.

This information must be received ftom the qua]jfied business no later than March 1 of each
year for the previous year.

I. The {)'pc, public purpose and amount of subsidies;
2. The hourly wage of each job created with separate bands of wages;
3. The s~m of the hourly wages and cost of health jnsurance provided by the qualified

business with separate banda of wages;
4. The date the job and wage goals will be reached;
5. A statement of goals identified in the subsidy agreemenc and an update on achievement of

those goals;
6. The location of the qualified business prior to receiving the subsidy;
7. Why the recipient did not complete the project outlined in the subsidy agreement at their

previous location, if the recipient was previo'usly located at another sire in Minnesota;
8. The name and address of the parent corporation of the qualified business, if any;
9. A list of all financial assistance for me project and who provided the assistance;
10. The amount of private capital investment by the qualified business; the amount of. property tax assessment not collected for th~ Propet1y where the qualified business was

o~tin~; the value of Wind Energy Production Tax, if any, for the qualified business.
and

11. Other infonnadon DEED may request.
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If the qualified business ~ not submit its report, the City must mail a wam~ within one
week of the required filing date. Xf after 14 days of the postmarked date of the warning, .the qualified
bU$jness fails to provide a report, the qualified business must pay to the City a penalty of $1 00 for
each subseAlUent day until the report is filed. The maximum pena1ty shWl not ex~ $1,000.

I. Failure to Meet Goals

Qualified businesses woo receive tax benefits under the JOBZ law are required to repay those
tax benefits if the business

1. Ceases to operate in the Frazee 10BZ Subzone;
2. Is %\0 longer a quaJifyine bu~;
3. Relocates into the Frazee JOBZ Sub~ne, but does not do one of the following: Maintain

a 200/0 increased employmmt Jevel or make the 100/0 capital mvesbncnt required by
Minnesota Session Laws 2003, I It Special Session. Chapter 21, Article 1, Section 15,
Subdivision 11; or

4. Fails to meet goals specified in the Business Subsidy Agreement with the City.

A qualified l>usiness must repay the atnount of the total tax reduction listed in section
469.315, and any refund under section 469.318 in excess of tax liability, received during the two years
immediately before it ceued to operate in dJe Frazee JOBZ Subzone.

The repayment must be paid to the state to the extent it represents a state tax. reduction and to
the county to the atent it represents a property tax reduction. Any amount repaid to the county for
the property tax eJCemption must be distributed to the local governments with authority to levy taxes in
the zone in the same manner provided for distribution of payment of delinquent property t~es. Any
repayment of local sales tax~ must be repaid to dle city or county imposing the locaJ sales tax.

For the repayment of tax.es imposed under chapter 290 or 297 A or local taxes collected
pursuant to section 297 A.99, a business must file an amended return with the Commissioner of
Revenue and pay any taxes required to be no;paid within 30 dayS after ceasing to do business in the
Frazee JOBZ Subzone. The amount required to be repaid is determined by calculating the tn for the
period or periods for which repayment is required without regard to the exemptions and credits
allowed under section 469.3 J S. The provisions of chapters 270 and 289A relating to the
Commissioner of Revenue's authority to audit, assess! and collect the tax and to hear appeals are
applicable to the repayment required. The Commissioner of Revenue may imPOSt: civil penalties as
provided in Chapter 289A, and the additional tax and penalties are subject to intcrest at the rate
provided in section 270.75, from 30 days after ceasing to do business in the Frazee JOBZ Subzone
unttl the date the tax is paid. The Commissioner of Revenue may assess the repayment of taxes any
time within two years after the business ceases to operate in the Frazee JOBZ Subzone, or within any
period of limitations for the assessment of tax under section 289A.38, whichever period is later.

For the repayment of taxes imposed under chapter 297B, a business must pay any taxes
required to be repaid to the motor vehicle registiar, as acent for the Conmlissioner of Revenue, within
30 days after ceasing to do business in tho zone. The provisions of chapters 270 and 289A relating to
the Commissioner of Revenue' s aUthority to audit, assess, and collect the tax and to hear appeals are
applicab1e to the repayment required. The Commissioner of R.ev~ue may impose civil penaltics as
provided in chapter 289A, and the additional tax and pcnAlti~ are subject co interest at the rate
provided in section 270~ 15, from 30 days after ceasing to do bu.'1iness in the Fra~ee JOBZ Submne
until the date the tax is paid. The Conunissioner of ReveI\ue IDc"lY assess tbe repayment ofcaxes any
rime within tWo years after the business ceases to operate in the Frazee JOBZ Subzone, or within any
period of limitations for the assessment oft ax under section 289A.38. whichever period is Jater.
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For the repayment of property taxes, the county auditor shall prepare a tax statement for the
business, applying the applicable tax extension rates for each payable year and provide a copy to the
business. The bus1n~ must pay the taxes to the county treasurer within 30 days after receipt of the
tax statement. The taxpayer may appea1 the valuation and determination of fue property tax to the Tax
Court within 30 days after receipt of the tax statement. If a property tax is not repaid the county
treasurer shall add the amount required to be repaid to the property ~es assessed against the property
for payment in the year following the year in which the treasurer discovers that the business ceased to
operate in the Frazee JOBZ Subzone.

For determin~ the tax requited to be rcpai~ a tax reduction is. deemed to have been rec.eived
on the date that the tax would have been due if me taxpayer had not been entitled to the exemption or
on the date a refund was issued for a refundable tax credit.

The Commissioner of Revenue may waive all or part of a repayment, if the comIni$sioner, in
coo$ultation with the Commissioner of DEED and appropriate officials from the local iovenunent in
which the qualified busines$ is located, detennjnes that requireJnent repayment of the tax. is not in the
best interest of the srate or the local govcrnrnent units and the business ceased operating as a result of
circumstances beyond its control. including, b\lt not limited to:

1)
2)
3)

A natural disaster;
Unforeseen industry trends; or
Loss of a major supplier or customer.

A recipient that fails to meet the tClms of a snb$idy a~eement may not t-eccive a busineS$
subsidy from any grantor for a period oftive years from the date of failure 0{ Wltil a recipient satisfied
its repayment obligation under this section, whichever occurs first.

J. Administration Fees

. AdlPinistration CO$ts Will be financed throu~ an initial application fee of $250. The
application fee must bc submitted with the application and is non-refundable.
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